
VDF Faktoring A.S.

Key Rating Drivers

Support Drives Ratings: VDF Faktoring A.S.’s ratings are driven by support from controlling shareholder Volkswagen Financial Services
Overseas AG (VWFSO; A-/Negative), as expressed by its Shareholder Support Rating (SSR) of ‘bb-’. Fitch Ratings views VDF Faktoring as
strategically important, given its mandate to complement and support Volkswagen AG’s (VW) operations in Turkiye.

Constrained by Country Ceiling: VDF Faktoring’s Long-Term Issuer Default Rating (IDR) and SSR are capped by Turkiye’s ‘BB-’ Country
Ceiling. The Country Ceiling captures transfer and convertibility risks and limits the extent to which support from VWFSO or VW can be
factored into the Long-Term Foreign-Currency (LTFC) IDR.

Joint Venture: VDF Faktoring is fully owned by VDF Servis ve Ticaret A.S., which is in turn owned by VWFSO (51%) and Dogus Group
(49%). Dogus is a large Turkish conglomerate with diverse operations and is the sole importer of VW vehicles in Turkiye. VWFSO
exercises operational control over the VDF entities, but Dogus retains a significant role in running the company.

Reliance on VW Group: VDF Faktoring relies heavily on VW activity in Turkiye as it conducts most of its business activities within the
group or with VW group car dealers. Historically, VWFSO has provided significant funding support when needed by extending loans at
arm’s length. Fitch believes VWFSO would continue to have a strong willingness to provide financial support to VDF entities.

Sound Asset Quality: VDF Faktoring has reported strong asset-quality metrics with no recorded non-performing loans (NPLs) since 2021.
Concentration risk is significant, with the 10 largest names representing around 48% of factoring receivables, although most of the
portfolio is related to intragoup transactions.

Proven Shareholder Support: Previous capital injections from shareholders include TRY10 million in 2019 (around 8% of end-2018
equity) and TRY20 million in 2020 (around 15% of end-2019 equity). VDF Servis, the local group’s holding company, redistributes
dividends extracted from other profitable subsidiaries into group companies that require support. VW has also contributed capital in
previous years and Fitch believes further capital injections would be forthcoming if needed.

Captive Profile: Leverage is volatile as VDF Faktoring’s business is driven by its captive profile. The gross debt/tangible equity ratio rose
to 4.1x at end-2025 (end-2024: 3.4x) due to significant asset growth.

Rating Sensitivities

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

The Long-Term IDRs and SSRs would be downgraded on a downward revision of Turkiye’s Country Ceiling.

Changes in the propensity of support from VWFSO, for example, as a result of dilution of ownership, a loss of operational control or
diminishing importance of the Turkish market, could also trigger a downgrade of the IDRs and SSR.

A deterioration of VDF Faktoring’s creditworthiness relative to other Turkish issuers would be likely to trigger a downgrade of the
National Rating.

An Outlook revision on Turkiye’s sovereign LTFC IDR would be reflected on that of VDF Faktoring.

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

An upgrade of Turkiye’s Country Ceiling as a result of a sovereign rating upgrade would be reflected in VDF Faktoring’s Long-Term IDR.
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Shareholder Support Assessment

The colours indicate the weighting of each KRD in the assessment. 
Influence: Light blue = lower; Dark blue = moderate; Red = higher 

Key Qualitative Factors

Captive Franchise

VDF Faktoring’s operations are predominantly limited to intermediating group business. It is a captive of the joint venture between VW
group and the local distributor of VW-branded vehicles, Dogus Otomotiv, which has an important role in sales of VW’s brands in Turkiye.
Business from non-group companies is less than 1% of total factoring volumes, so, in Fitch’s view, VDF Faktoring’s franchise relies entirely
on its group’s business in Turkiye. The company shares management and office space with its sister VDF companies, which cover
automotive financing, insurance, and fleet leasing. It has around 240 active customers and 24 employees.

Business Model on VW Dealer Finance

The entity extends financing to VW dealers in Turkiye on the acquisition of vehicles from Dogus Otomotiv. Therefore, VDF Faktoring is a
key counterparty for dealers to meet their receivables financing needs. VDF Faktoring provides funding for receivables and can also
provide reverse factoring, which involves prepaying the vendor before the contract payment date. Most receivables are non-recourse
(around 90% at end‑2025), but letters of guarantees from banks and asset pledges mitigate this risk.

Integrated Organisational Structure

VDF Servis is the umbrella company for all four Turkish non-bank financial institution joint ventures between VW group and Dogus.
VWFSO owns 51% of VDF Servis, and the remainder is controlled by Dogus Group. This structure enables VDF Servis to allocate capital
across its subsidiaries.

The subsidiaries of VDF Servis are part of an integrated business model, collectively regarded as one business division named ‘Market
Turkiye’. They share common strategies and single departments for treasury (budgeting, funding planning, and liquidity management),
accounting and risk management. Cross-selling is prevalent, and functions such as IT and HR are also centralised.
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Growth Volatile

The receivables book’s growth has been uneven and volatile over the past four years due to the high reliance on the local automotive
sector and the company’s small and captive profile. We expect factoring volumes to remain volatile, driven mainly by group decisions
and business needs.

Market Risks Low

VDF Faktoring is not exposed to foreign-exchange risks as the entire receivables book is denominated in Turkish lira. The company
previously operated in both lira and euros; however, FC-denominated receivables have been at zero since 2021. Funding has followed
the same trend.

Interest-rate risk is low as the business model operates very short-dated assets and liabilities, with all receivables being fixed-rate.

Financial Profile

Asset Quality

The company has reported no NPLs since 2021 and has not allocated any provisions for losses on receivables. VDF Faktoring attributes
this to prudent client-selection practices and its captive profile, particularly concerning car dealers. Collateral includes bank guarantees
and vehicles.

Earnings and Profitability

Profitability has been very strong since 2022, helped by high real interest rates in Turkiye. VDF Faktoring’s pre-tax income/average assets
ratio increased to 13.4% (2024: 12.0%), due mainly to high lending rates in the market. The gross spread between yield on earning assets
versus the average cost of borrowing increased to 25% (2024: 15%), contributing to profitability.

Operating costs slightly increased but still represented a moderate 25% of net revenue (2024: 17%). Nominal profitability indicators are
highly distorted by the inflation in Turkiye.

Capitalisation and Leverage

The debt/tangible equity ratio was moderate at 4.1x at end-2025 (end-2024: 3.4x). The increase was driven by rapid asset growth
outpacing internal capital generation in 2025.
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The company has benefitted from past capital injections (TRY20 million in 2020, and TRY10 million in 2019), and we believe that
shareholders would make further support available, if needed.

Funding and Liquidity

VDF Faktoring’s main funding sources are bilateral bank loans (70%), parent funding (24%) and refactoring (6%). However, depending on
market conditions and funding preferences, the company has the capacity to quickly shift its funding profile, given also its short-term
balance sheet maturities. The funding mix has been volatile in previous years, and quick repositionings are potentially possible within the
same year.

All funding is denominated in lira, matching the currency of the receivables portfolio. Before 2021, the parent company provided some
euro-denominated loans, as some receivables were euro-denominated. The average funding tenor remains very short, at around three
months, which is typical for Turkish factoring companies. This short tenor is offset by the similarly short-term receivables.
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Environmental, Social and Governance Considerations

The highest level of ESG credit relevance is a score of ‘3’, unless otherwise disclosed in this section. A score of ‘3’ means ESG issues are
credit neutral or have only a minimal credit impact on the entity, either due to their nature or the way in which they are being managed
by the entity. Fitch’s ESG Relevance Scores are not inputs in the rating process; they are an observation on the relevance and materiality
of ESG factors in the rating decision. For more information on Fitch’s ESG Relevance Scores, visit
https://www.fitchratings.com/topics/esg/products#esg-relevance-scores

Financials

Income Statement
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  31 Dec 25 31 Dec 24 31 Dec 23 31 Dec 22

  Year end Year end Year end Year end Year end

  (USD000) (TRY000) (TRY000) (TRY000) (TRY000)

    Audited Audited Audited Audited

Revenue          

Interest income on loans 76,122.3 3,265,716 1,910,287 864,447 334,171

Total gross operating revenues 79,600.8 3,414,948 2,052,882 1,087,356 340,086

Total interest expense 55,705.5 2,389,817 1,515,224 718,608 215,120

Total net operating revenues 23,895.3 1,025,131 537,658 368,748 124,966

Memo: net interest income 23,238.4 996,948 502,300 185,581 126,352

Total non-iInterest operating income 656.9 28,183 35,358 183,167 -1,033

Expenses          

Total operating expenses 5,941.9 254,915 91,261 50,211 23,524

Pre-impairment/provision operating profit 17,953.4 770,216 446,397 318,537 101,442

Operating profit 17,953.4 770,216 446,397 318,537 101,442

Pre-tax income 17,953.4 770,216 446,397 318,537 101,442

Net income (incl. non-controlling interests) 12,479.8 535,396 317,884 220,963 75,441

Total comprehensive income 12,476.5 535,254 318,011 220,741 75,242

Exchange rate   USD1 =
TRY42.900

USD1 =
TRY35.312

USD1 =
TRY29.464

USD1 =
TRY18.715

Source: Fitch Ratings, Fitch Solutions, VDF Faktoring A.S.

 
 

Balance Sheet
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  31 Dec 25 31 Dec 24 31 Dec 23 31 Dec 22

  Year end Year end Year end Year end Year end

  (USD000) (TRY000) (TRY000) (TRY000) (TRY000)

    Audited Audited Audited Audited

Loans and leases          

Gross loans & finance leases 119,160.6 5,112,096 2,169,487 3,188,571 1,513,041

Total interest earning assets 119,160.6 5,112,096 2,169,487 3,188,571 1,513,041

Total assets 146,719.9 6,294,414 2,955,366 4,503,421 1,655,023

Debt and deposits          

Short-term borrowings (maturing within 12 months) 111,930.7 4,801,927 2,180,627 2,729,961 1,301,348

Long-term borrowings (maturing after 12 months) n.a. n.a. n.a. n.a. 122

Total borrowings 111,930.7 4,801,927 2,180,627 2,729,961 1,301,470

Total debt and deposits 111,930.7 4,801,927 2,180,627 2,729,961 1,301,470

Total liabilities 118,235.7 5,072,418 2,268,624 4,134,690 1,507,033

Total equity excl. hybrid capital accounted for as equity 28,484.2 1,221,996 686,742 368,731 147,990

Total equity 28,484.2 1,221,996 686,742 368,731 147,990

Total liabilities and equity 146,719.9 6,294,414 2,955,366 4,503,421 1,655,023

Exchange rate   USD1 =
TRY42.900

USD1 =
TRY35.312

USD1 =
TRY29.464

USD1 =
TRY18.715

Source: Fitch Ratings, Fitch Solutions, VDF Faktoring A.S.

 
 

Summary Analytics
 

  31 Dec 25 31 Dec 24 31 Dec 23 31 Dec 22

  Year end Year end Year end Year end

Asset quality (%)        

Growth of gross loans & finance leases YoY 135.6 -32.0 110.7 230.4

Earnings and profitability (%)        

Pre-tax income/average assets 13.4 12.0 10.3 9.5

Operating expenses/total net revenue 24.9 17.0 13.6 18.8

Pre-tax income/average equity 80.7 84.6 123.3 67.8

Capitalisation and leverage (x)        

Total funding/tangible equity 4.1 3.4 7.9 9.6

Tangible equity/tangible assets (%) 18.8 22.2 7.7 8.2

(Net income - dividends - share repurchases)/beginning equity (%) 78.0 86.2 149.3 -1.9

Funding, liquidity and coverage (%)        

Unsecured funding/total funding 47.5 67.3 100.0 100.0

(Liquid assets + undrawn committed facilities)/short-term funding (x) 0.1 0.3 0.5 0.1

Short-term funding/total funding 100.0 100.0 100.0 100.0

Short-term corporate debt/total corporate debt 100.0 67.3 100.0 100.0

Dividends/net income n.a. n.a. n.a. 103.8

Source: Fitch Ratings, Fitch Solutions, VDF Faktoring A.S.
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Ratings
 

Foreign Currency
Long-Term IDR BB-

Short-Term IDR B

Shareholder Support Rating bb-

National Rating

National Long-Term Rating AAA(tur)

Sovereign Risk (Turkiye)

Long-Term Foreign-Currency IDR BB-

Long-Term Local-Currency IDR BB-

Country Ceiling BB-

Outlooks

Long-Term Foreign-Currency IDR Stable

National Long-Term Rating Stable

Sovereign Long-Term Foreign-Currency IDR Stable

Sovereign Long-Term Local-Currency IDR Stable
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SOLICITATION & PARTICIPATION STATUS

For information on the solicitation status of the ratings included within this report, please refer to the solicitation status shown in the
relevant entity’s summary page of the Fitch Ratings website.

For information on the participation status in the rating process of an issuer listed in this report, please refer to the most recent rating
action commentary for the relevant issuer, available on the Fitch Ratings website.

FORECAST DISCLAIMER FOR FINANCIAL INSTITUTIONS

Any forecast(s) in this report reflect Fitch's forward view on the issuer’s financial metrics. They are constructed using a proprietary internal
forecasting tool and based on a combination of Fitch's own performance assumptions, macroeconomic forecasts, sector-level outlook
and issuer-specific considerations. As a result, Fitch's forecasts may differ materially from the rated entity’s forecasts or guidance and
may not reflect the assumptions that other market participants may make. To the extent Fitch is aware of material non-public information
with respect to future events, such as planned recapitalisations or merger and acquisition activity, Fitch may not reflect these non-public
future events in its published forecasts. However, where relevant, such information is considered by Fitch as part of the rating process.

Fitch may update the forecasts in future reports but assumes no responsibility to do so. Original financial statement data for historical
periods may be processed by affiliates of Fitch, together with certain outsourcing services. Key financial adjustments and all financial
forecasts credited to Fitch Ratings are generated by its employees.

Fitch's forecasts are one component used by the agency to assign a rating or determine an Outlook. The information in the forecasts
reflects material but not exhaustive elements of Fitch’s rating assumptions for the issuer’s financial performance. It cannot be used to
establish a rating, and it should not be relied on for that purpose.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by
following this link: https://www.fitchratings.com/understandingcreditratings. In addition, the following
https://www.fitchratings.com/rating-definitions-document details Fitch’s rating definitions for each rating scale and rating categories,
including definitions relating to default. Published ratings, criteria, and methodologies are available from this site at all times. Fitch’s code
of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available
from the Code of Conduct section of this site. Directors and shareholders’ relevant interests are available at
https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to the rated entity or its
related third parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch
Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and
from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and
obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of
Fitch’s factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices
in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of
the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering
reports, legal opinions and other reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular
security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch’s ratings and reports should understand that neither an enhanced factual
investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the
issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its
reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings
and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified
as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to reported financial data in accordance with the relevant criteria and/or industry
standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will
meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by Fitch are based on
established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or
group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the
information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time
for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security.
Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable
currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by
Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States securities laws, the Financial
Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution,
Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which authorizes it to provide
credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail clients within the meaning of the
Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of the
NRSRO’s credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those
subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued by or on behalf of the NRSRO.
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